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Foreword: The Sustainable Coffee Challenge

Dear reader,

A key tenet of the Sustainable Coffee Challenge is to encourage the industry to work collaboratively to find effective solutions that address the
challenges facing coffee. One of those challenges is deteriorating tree stock, particularly on smallholder coffee farms. In fact, renovation and
rehabilitation (R&R) best practices could benefit more than 50% of the 7 million hectares of smallholder coffee lands. Though there has been over
USD 1.2 billion already invested in R&R efforts by governments and supply chain actors, w e 6 stik only scratched the surface in terms of the
need.

So how will we meet this challenge? Over the past several months, partners in the Sustainable Coffee Challenge have set out to address the
need for healthy, productive trees. As part of this effort, the network has established a collective target of sustainably renovating and rehabilitating
1 billion trees. In addition, with the generous support of U S A | Béreau for Food Security, Dalberg Advisors has developed the following
Guidebook on behalf of the group.

The Guidebook is a rich resource for companies, governments, investors, and service providers alike. The document can help you partner up with
an existing effort, start a new effort, or even refine your current program. If you are interested in learning the basics on R&R, then we suggest you
review the Executive Summary. If you are a practitioner already familiar with R&R and are eager to dive into details, we suggest you start with
Section 3: How to Make R&R work. In this Guidebook, you will find numbers behind the need, rich case studies with lessons from the field,
decision trees to determine appropriate program structures and financial models, and much more!

Though there is still much to learn about R&R, we sincerely hope this Guidebook provides lessons and recommendations that help reduce the
learning curve while aspiring new, bold commitments to supporting the sustainable renovation and rehabilitation of coffee farms around the globe.

Enjoy!

Bambi Semroc
Vice President, Sustainable Markets & Strategy, Conservation International

To find out more about the R&R Network or the Sustainable Coffee Challenge, visit www.sustaincoffee.org
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List of abbreviations

BAU Business as usual

CFRI Coffee Farmer Resilience Initiative

DFI Development finance institution

ECC Exportadora de Café California

FFS Farmer Field School

FX risk Foreign exchange risk

GAP Good Agricultural Practices

Ha Hectares

HRNS Hanns R. Neumann Stiftung

IDB Inter-American Development Bank

IFC International Finance Corporation

Local FI Local financial institution

NGO Non governmental organization

NPV Net present value

PAPP Programa de Apoyo al Pequefio Productor (Program to Support Small Producers)
PIAC Plan Integral de Atencion al Café (Integrated Plan for Support to Coffee)
PSF Permanencia, Sostenabilidad y Futuro (Permanency, Sustainability, Future)
R&D Research and development

R&R Renovation and rehabilitation

SAGARPA Mexican Secretary of Agriculture

SHF(s) Smallholder farmer(s)

SHF org. Smallholder farmer organization (typically a cooperative)

TA Technical assistance
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Reader 6s guide: Who should read what?

A Executive Summary
New to R&R, unfamiliar with the topic A Section 1 and 2 for added detail about what has been going on in coffee R&R
to date

A Section 2.2 to get an overview of effortsto datei wh at has/ hasnoét |
A Section 4 to understand identified gaps in R&R and potential investment
cases

I know what R&R i s, b u
started

A Section 3 will help you understand if you are addressing the right questions
Current R&R implementer and if your program structure could be adjusted
A Section 5, case studies will give you an idea of what others are doing

A Section 3.2 discusses the most recent findings and gaps around the three

R&R expert, interested in a particular sub- R&R project components: inputs (seedlings, nurseries, nutrition), finance (how
topic to analyze project bankability), knowledge (key questions on technical
assistance)

A Section 2.2 outlines key actors engaged in R&R and efforts to date

Bl Eme sy, Intaesiee) [ irmeng (R A Section 4 outlines gaps to be filled, all of which need additional financing



Reader 6s guide: Overview of contents

Section

A general introduction to renovation and
rehabilitation i what is it?

Where are we now i an overview of coffee R&R in
context of the global coffee sector and past efforts

Looks at R&R in context T from growing demand to
the impact R&R could have on supply and farmers

Discusses past R&R efforts T what are the central
characteristics of past programs?

The Aguideodo to understandin
contexts and how to implement R&R programs on
the ground

Focuses on the overall factors that determine R&R
need and program type in different contexts

Analyzes the three R&R project components and
explores challenges and lessons learned

Gives you a short overview of investment
opportunities for different actors and needs

Provides a detailed look at eight
case studies




Reader 6s guide: this Guidebook builds on |
R&R programs, which are presented throughout the document

This logo indicates a case study

AShort c as eAcrest thedQuidebak, we will provide iLong cuadieedhave included eight deep-
glimpses of lessons learned from a number of R&R programs dive case studies in Section 5
Name of the program or type of insight Page Name of the program Page
Moringa Fund 7 Investment in NicaFrance 59 ECOMT IDB1 IFC1 Starbucks Facility 103-104
WCR - Global Monitoring Program 61 Coffee Farmer Resilience Initiative 105-106
HRNS - Family income and coffee production 62 Programa de Asistencia al Pequefio Productor 107-108
Coffee rehabilitation in Kenya 67 Permanency, Sustainability and Future 109-110
WCR - Nursery Certification Program 82 One Tree for Every Bag Commitment Program 111-112
Coffee & Climate - Coffee and Climate Toolbox 82 The Coffee Initiative 113-114
WCR - Coffee Varieties Catalogue 83 Producer Training Project 115-116
Nespresso - Agroforestry and Insetting project 83 Buil ding Coffee Far mer s 611A118i anc
NCBA CLUSA - Production of organic fertilizers 84
Farmer Brothers - Direct Trade Verified Sustainable 84
Distribution of seedlings in plastic bags 87
SAGARPA - Plan Integral de Atencion al Café 87
Lessons learned on finance 93-94
NCBA CLUSA - Blended finance facility 96
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ORenovationd andR&RM ark mdihodisitairactease théproductivity
of coffee trees

Executive summary

Renovation Rehabilitation

Replanting Infill planting Pruning Stumping
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Add new seedlings and/or
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between current trees

Notes: lllustrations are from: ACOP, Producer training project: Sustainable Technologies to Boost Productivity, Resilience to Severe Climate, Coffee Quality, and Livelihoods of Brazilian Coffee 1

Farmers, 2017



Over time, R&R can deliver a net benefit to the farmer, despite a short term loss of

yield and income

R&R Cost

Cumulative change in

SHF Cashflow

Executive summary

Rehabilitation and renovation require materi al up

Renovation costs more than Conceptual

rehabilitation

Even after initial investments, R&R farmers will have
increased costs, which represent increased inputs,

labour etc.
Renovation
__________________________________________________________________ Rehabilitation
Years "
ébut after the 6valley of death6é, cumul ative cashfl o
(r\efhgblilitlatiin); of dead |h|?e y of deatho Payoff for renovation can be higher than
i S (renovation) rehabilitation, but only if 6v:

r

A

* ! can be financed and renovation is
implemented well

Renovation
____________________________________ Rehabilitation

»

4 >
4
o’ Rehabilitation
creates less financial

exposure

Years
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At the farmer level, tree age, diseases and pests, poor agricultural practices, and
climate change are the key drivers of R&R need

Executive summary

Kby b 20

Old tree age: With time, Diseases and pests: Climate change: Poor agricultural practices:
trees produce less coffee. Some mild diseases and Increasing temperatures Poor agricultural practices can
At some point they can no pests can be overcome can demand replanting lead to the deterioration of trees

longer be rehabilitated without replanting (e.g. by with drought/disease- to the point where they require
back to profitable yields having well-managed resistant varieties, or R&R. It is important that R&R is
and therefore need to be trees), whereas more varieties that are always accompanied by GAP to
replanted? severe outbreaks can particularly suited to yield prevent the same decline from
necessitate replanting in certain climatic happening again
(with new resistant conditions
varieties)

Global need for smallholder R&R is 4 million hectares: equivalent to the entire
harvested area of Brazil, Vietham, Colombia and Ethiopia.

Notes: (1) The exact age when this happens varies enor mo u sdtiges. Asmdenera mle, replanting shonld nogbe oonsidered befohei r]1'3gs)
trees are 20 years or older, assuming that they are otherwise healthy and well-managed, though some trees might perform well much longer than that.



Governments and actors in coffee value chains have invested USD 1.2 billion in

R&R so far, but this has only met around 5% of the smallholder farmers in need

R&R investments to date - channeled by finance providers (non exhaustive estimate)

USD millions
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Local banks
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Public sector
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Social lender

Tota! I

World Bank
IFC

Colombia

Costa Rica
Honduras
Vietham
Ecuador

PNG

USAID

IDB

IFAD

Banco de Bogota
Agrobanco
Banco Con. & Hon.
Banco Agrario

Viethamese banks
Banco de Des. Agri.

Not es: USD 4 million of

(1)

Gates Foundation

Nestle

Starbucks?

Starbucksb©od

Ecom

Grupo Caldega

Moringa

J.M. Smucker
Root Capital

commi t

Total

me nt

over | apmtesand nfethddaogyt

Executive summary

Estimated number of farmers reached by past
and current R&R programs

Around 600,000 farmers have
been reached by programs to
date

We estimate that around
11.5 million coffee farmers
are in need of R&R globally

Legend

. Farmers reached by R&R programs
100,000 farmers

Farmers in need of R&R
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Capital. Source: Dal ber g
















































































































































































































































































































































